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Block Grants: An Overview

Summary

Block grants are a form of grant-in-aid that Congress distributes to state and
local governmentsto address broad purposes, such ascommunity development or law
enforcement. Infiscal year 1999, $42 billion out of thetotal of $267 billionin grants-
in-aid was appropriated in the form of block grants. Recipients have discretion in
identifying problemsin the functional areaand in using federal fundsto addressthose
problems. For most block grants, such asthe Community Devel opment Block Grant,
Congress prescribes formulasin the authorizing legidlation for distributing the funds.
For afew grants, Congress gives authority for the method for distribution of fundsto
federal executive agencies, such as with the discretionary portion of the Byrne law
enforcement grant program. Block grants typically have minimal reporting
requirements to reduce the administrative burden placed on recipients.

Proponents of block grants argue these programs achieve several objectives,
specificaly they:

promote flexibility in the use of funds;

provide predictable sources of funds facilitating long-term planning;
encourageinnovation and experimentation by states with new state programs;
and

allow recipients to prioritize their goals.

Block grant critics argue these programs have shortcomings, including:

few data collection and reporting requirements, which could lead to lack of
accountability;

less funding for block grants than the categorical programs they replace; and
recipients may substitute federal funds for their own financial contribution to
the activity.

Recent block grantsinclude the 104™ Congress’ s conversion of the open-ended-
entitlement Aid to Families with Dependent Children (49 Stat. 620) to the capped
block grant Temporary Assistance to Needy Families (110 Stat. 2105). In 1998,
Congresspassed the Workforce Investment Act (112 Stat. 936). Thisact replacesthe
Job Training Partnership Act (96 Stat. 1322) asthe nation’ schief training mechanism.
WIA has some programmeatic differencesfrom JTPA, but distributes funds to states
using aneed-based formulasimilar to the one used under JTPA. During the 105" and
106™ Congresses, there have been proposals for new block grants, most notably inthe
fields of education and homeless assistance.

Should Congress decide to create or modify block grant programs, a better
understanding of the structural characteristics, as well as the arguments for and
against block grants, will help legidators achieve desired outcomes.
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Block Grants: An Overview

Structure and Characteristics

Block grants—for whichthereisno preciselegal definition—-areaformof grant-in-
ad that Congress distributes to state and local governments to help them address
broad purposes, such ascommunity development or law enforcement.* Block grants
giverecipientsconsderable discretioninidentifying problems and using federal funds
to address those problems. For most block grants, such as the Community
Development Block Grant, Congress prescribes formulas for allocating fundsin the
authorizing statute. For a few grant programs, Congress passes authority for the
method for distributing funds to federal executive agencies, such as with the
discretionary portion of the Byrne law enforcement grant program. Block grants
typically have minima reporting requirements to reduce the administrative burden
placed on recipients.

Block grants are the midpoint of the spectrum of grants-in-aid, ranging from
categorical grants on the one hand to general revenue sharing on the other.
Categorical grantshave anarrow range of digible activities. Recipientsmay only use
these grants for a specific purpose, activity, or service. At the other end of the
spectrum was revenue sharing, the broadest type of grant-in-aid.> Revenue sharing
distributed federal fundsto states and localities with no programmatic strings, giving
the broadest range of dligible activities.

Why Block Grants?

Proponents of block grants list several objectives of these programs. One
objective is flexibility for recipients in the use of funds. Since block grants allow a
wide range of eigible activities to be undertaken within a given subject area,
recipients have discretion in determining what activities to undertake with block
grants funds. Proponentsalso argue that block grants promote long-term planning.
Block grants use formulas to distribute funds, allowing recipients to predict the
amount of their grant and to create long-range plans for the grant funds. Another
objective is encouraging states to innovate and experiment with new programs and
services. Theflexibility afforded to states and localities under block grant programs

!Although most block grants aredistributed to stateand local governments, someareawarded
to regiona governmental units called metropolitan planning organizations (M POSs).

Revenue sharing distributed funds to states from 1972-1981 and to localities from 1972-
1986. The federal government currently has no revenue sharing program.

3U.S. Advisory Commission on Intergovernmental Relations, Block Grants: A Comparative
Analysis, (Washington: GPO, 1977), p. 6.
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alows them to attempt new approaches to governmental challenges* Another
objective of block grantsisto address what some observers believe is duplication of
program goals among categorical grant programs. Proponents believe that block
grants eiminate this duplication by consolidating categorical grant activities, and by
giving states and localities the ability to set their own priorities and allocate funds
accordingly.

Criticsof block grantscounter that these programs have shortcomings, including
alack of accountability. Many of the programshavefew datacollection and reporting
requirements, minimizing the administrative burden on state and local government
recipients. This absence of strong federal oversight and review, however, makes it
difficult for program evaluators to ascertain if funds are being used properly, and if
the programis accomplishingitsintended goals.> Morerecently enacted block grants,
like Temporary Assistance to Needy Families (TANF) have included performance
incentives that reward states for documented improvements.

Another argument against block grantsis that funding for block programs will
diminish, as it is thought to be more difficult to get support for broad purpose
programs run by the states than for categorical programs aimed at specific purposes.
Onthe whole, however, thisargument has not been supported by the data. Whilethe
funding amount for afew grant programs has decreased over time, such as with the
Socia Services Block Grant, the funding amount for most block grant programs has
remained stable or increased, as measured in current dollars.

Critics of block grants also contend that recipients may use block funds to
substitute for their own financia contributionto an activity. Congress addressesthis
concern by including maintenance-of-effort provisions in grant programs, which
require recipients to maintain the level of funding for an activity that existed before
recalving federal funds. For example, Congress includes a provision for the
Community Development Block Grant that states:

It is the intent of Congress that the Federal assistance made available under this
chapter not be utilized to reduce substantially theamount of local financial support
for community development activities below theleve of such support prior to the
availability of such assistance.®

Proponents of block grants argue that these programs adequately target funds
to jurisdictions with the greatest need. Thisisdone by including objectiveindicators
of need in the distribution formula. Block grant critics, however, contest that the
programs do not adequately target needy jurisdictions. One reason is that some
formulas contain fewer targeted indicators of need, such as population, rather than
specific indicators. Critics also argue that program flexibility gives recipients
discretion to neglect the interests of certain geographic areas, or regions that lack
political clout.

“Ibid., pp. 8-11.

°U.S. General Accounting Office, Block Grants: Characteristics, Experience, and Lessons
Learned, GAO report GAO/HEHS-95-74 (Washington: Feb. 1995), p. 7.

642 U.S.C. 5301(c)
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When Are Block Grants Desirable?

Since the enactment of the first block grant in 1966, analystsand policy makers
have tried to identify the circumstances where block grants are most desirable and
circumstances where categorical programs should be consolidated into block grant
programs. One analyst suggested that block grants should be used under the
following conditions:

1 when the federal government desires to supplement service levelsin certain
broad program areas traditionally provided under state and local jurisdiction;

I when broad national objectives are consistent with state and local program

objectives,

when the federal government seeksto establish nationwide minimum levels of

service in those areas;

whenthefederal government issatisfied that state and |ocal governmentsknow

best how to set subordinate priorities and administer the program.’

Inthe past, Congress has consolidated categorical grant programsto create new
block grants. The now-defunct Advisory Commission on Intergovernmental
Relations (ACIR) listed conditions appropriate for the termination or consolidation
of categorical programs:

1 categorical programs that are too smdl to have much impact or to be worth
the cost of administration;

programs that do not embody essential and clear national objectives,
programs that get (or could get) most of their funding from state and local
governments, or from feesfor services, or that could be shifted to the private
sector;? and

functional areas including health, education, and socia services, that have a
large number of programs; or functiona areas including justice, natural
resources, and occupational health and safety, that have the highest
fragmentationindexes. Asdefined by ACIR, thefragmentationindex measures
the percentage of grant programs in a functional category (i.e., housing,
transportation, and job training) relative to the percentage of federa funding
allocated to programs in the functional category.®

U.S. Congress. Joint Economic Committee, Block Grantsand the Inter gover nmental System,
hearing, 97" Congress, 1% sess., July 15, 22, 1981 (Washington: GPO, 1981), pp. 47-48.

8U.S. Advisory Commission on Intergovernmental Relations, An Agenda for American
Federalism: Restoring Confidenceand Competence (Washington: GPO, 1981), pp. 111-112.

°U.S. Advisory Commission on Intergovernmental Relations, Federal Grant Programs in
Fiscal Year 1982: Their Numbers, Szes, and Fragmentation Indexes in Historical
Per spective (Washington: GPO, 1993), p. 2.
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Brief History of Block Grants

Although the first recommendation for block grants came from the Hoover
Commission in 1949, Congress did not create the first block grant until 1966—The
Partnership for Public Health.®® During the administration of President Richard M.
Nixon, the 93" Congress created two block grants, the Comprehensive Employment
and Training Act of 1973 (CETA) and the Community Development Block Grant
(CDBG) program, enacted in 1974.** Theadministration of President Ronald Reagan
successfully pushed for the creation of additional block grants. The Omnibus Budget
ReconciliationAct of 1981 consolidated 77 categorical programsinto eight new block
grants. The Reagan Administration viewed block grants as afirst step in devolving
greater power to state and local governments. The Administration’s objective was
not to make the federal government more efficient, which was the motivation behind
the block grants created under the Nixon administration, but to reduce the federal
government’s involvement in what it considered the policy domain of states and
localities.”? President Reagan attested to this view in his first Inaugural Address,
declaring:

It istime to check and reverse the growth of government which shows signs of
having grown beyond the consent of the governed. It is my intention to curb the
size and influence of the federal establishment and to demand recognition of the
distinction between the powers granted to the federal government and those
reserved to the states or to the people.*®

In the 1990s, the 104™ Congress proposed many changes that would have
consolidated more categorical programs into block grants, but few were enacted.
One of the most significant changes passed by the 104™ Congress was the conversion
of the open-ended entitlement grant, Aid to Families with Dependent Children
(AFDC)™ to a capped block grant called Temporary Assistance to Needy Families
(TANF).® The 105™ Congress enacted the Workforce Investment Act of 1998
(WIA).*®® This Act is the latest version of the nation’s chief federa job training
legidation. WIA replaces the Job Training Partnership Act (JTPA)* which replaced

David B. Walker, The Rebirth of Federalism: Souching Toward Washington (Chatham,
NJ: Chatham House Publishers Inc., 1995), pp. 70-71.

UTimothy Conlan, From New Federalism to Devolution: Twenty-five Years of
Intergovernmental Reform (Washington: Brookings Institution Press, 1998), pp. 19-21.

2lbid., 142-144.

B3U.S. President (Reagan), “Inaugural Address,” Public Papers of the Presidents of The
United States, January 20, 1981 (Washington: U.S. GPO, 1982) p. 2.

1449 Stat. 620.
15110 Stat. 2105.
16112 Stat. 936.
1796 Stat. 1322.
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CETA®in1982. WIA hassome programmatic differencesfrom JTPA, but distributes
funds to states using a need-based formula similar to one used under JTPA.*°

There have been proposalsfor other new block grantsin recent Congresses. The
105™ Congress considered creating a block grant for homeless assistance programs.
This measure, which was passed by the House of Representatives but not the Senate,
would have consolidated existing homeless housing programs into a single block
grant.”® The 106" Congress proposed several education block grants. Two proposals
would have repealed severa current federal education assistance programs, including
Goals 2000 and Title VI “Innovative Education Programs,” and authorized a new
block grant distributed directly to local education agencies. Under these two
proposals, which neither chamber of Congress passed, the local education agencies
would have broad discretion in using the grant funds. %

Additional Reading

CRS Report RS20669, Federal Grants to State and Local Governments. Overview
and Characteristics, by Ben Canada.

CRS Report RL30705, Federal Grants to State and Local Governments: A Brief
History, by Ben Canada.

CRS Report RL30778, Federal Grantsto State and Local Governments: Concepts
for Legislative Design and Oversight.

1887 Stat. 839.

¥For moreinformation on the Workforce Investment Act of 1998 (WIA), see CRS Report 97-
536EPW, Job Training Under the Workforce Investment Act: An Overview, by Ann
Lordeman.

Pgee “Homeless Housing Programs Consolidation and Flexibility Act,” H.R. 217, 105"
Congress.

Z'see “Direct Check for Education Act,” S.52 and H.R. 995, 106™ Congress.
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Table 1. Current Federal Block Grants

Program CFDA Recipient Matching Requirement FY 2000 CRS
Number Appropriation Report
(in millions)
Rural Community Advancement N/A states States receive 5% of RCAP $72 RL30501
Program allocation without matching, second
5% must be $1 for $1 match
Child Care Development and 93.575 states none $1,183 RL 30503
Assistance RL30021
Community Mental Health 93.958 states none $356 RL 30503
Block Grants RS20623
Community Service Block 93.569 states none $528 RS20124
Grants
Low Income Home Energy 93.568 states none $1,100 94-211
Assistance
Maternal and Child Health 93.994 states none $710 97-350
Services
Substance Abuse Prevention 93.982 states none $1,600 RS20623
and Treatment
Preventive Health and Health 93.991 states none $179
Services Block Grant
Social Services Block Grant 93.667 states none $1,775 94-953
Temporary Assistance to Needy 93.558 states Maintenance of Effort requirement $16,489 RL 30675
Families of 75% to 80% of previous year 1B93034
expenditure
Innovative Education Program 84.298 states none $380 RL 30503
Strategies 1B98013
Community Development Block 14.218 entitlement none $4,800 96-503
Grants (entitlement) | citiesand 1B10064
14.228 counties
(states) (70%)

states (30%)
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Program CFDA Recipient M atching Requirement FY 2000 CRS
Number Appropriation Report
(in millions)
HOME Program 14.239 participating | 25% (requirement may be waived $1,600 RS20527
metropolitan | for fiscally distressed communities)
cities and
counties
(60%);
participating
states (40%)
Indian Housing Block Grants 14.867 federally none $620 RS20527
recognized
tribes
Drug Control and System 16.579 states and 25% $500 97-265
Improvement Grants loca
governments
Juvenile Crime Accountability 16.523 states and 50% match for construction projects $238 RS20539
Incentive Block Grants local
governments
Local Law Enforcement Block 16.592 states and 10% $498 RS20539
Grants local
governments
Workforce Investment Act/Job 17.250 states none $1,951 RS20244
Training Partnership Act (Titles (JTPA)
1B and IIC)?
Federal Mass Transit: 20.507 metropolitan | capital 20%; $3,050 RL 30508
Urbanized Area Formula planning operating 50% 1B10032
organizations
Surface Transportation Program N/A states 20% $5,319 RL 30508
1B10032

@ The Workforce Investment Act (WIA) replaced the Job Training Partnership Act (JTPA) in FY 2000.
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Table 2. Appropriations for Current Federal Block Grants
(in millions of dollars)

Program FY 1998 FY 1999 FY 2000
Rura Community Advancement Program $65 $72 $72
Child Care Development and Assistance $999 $997 $1,183
Community Mental Health Block Grants $275 $289 $356
(Performance Partners)
Community Service Block Grants $490 $500 $528
Low Income Home Energy Assistance Block $1,000 $1,100 $1,100
Grants
Maternal and Child Health Services Block $683 $700 $710
Grants
Substance Abuse Prevention and $1,301 $1,585 $1,600
Treatment Block Grant
Preventive Health and Health Services Block $150 $150 $179
Grants
Social Services Block Grants $2,299 $1,909 $1,775
Temporary Assistance to Needy Families? $16,489 $16,489 $16,489
Innovative Education Program Strategies $350 $375 $380
State Grants
Community Development Block Grants $4,674 $4,750 $4,800
HOME Program $1,500 $1,600 $1,600
Indian Housing Block Grants $600 $620 $620
Drug Control and System Improvement $463 $505 $500
Grants (Byrne Programs)
Juvenile Crime Accountability Incentive $250 $250 $238
Block Grants
Local Law Enforcement Block Grants $523 $523 $498
Job Training Partnership Act (Title 1B and $1,085 $1,085 $1,951
[IC)/Workforce Investment Act”
Federal Mass Transit: Urbanized Area $2,000 $2,850 $3,050
Formula Program
Surface Transportation Program $5,818 $5,818 $5,319
TOTAL $41,014 $42,167 $42,948

2 Figure does not reflect supplemental and award grants.
® TheFY 1998 and FY 1999 appropriations datareflect JTPA youth training programs, the block grant portion of JTPA. The
FY 2000 appropriations data reflect WIA youth and adult programs, which are all structured as block grants.
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Block Grant Funding by Program
2000 Appropriations (in millions)

RCAP $72 (0.17%)—
PHHSBG $179 (0.42%)
JCAIBG $238 (0.55%)—
CMHBG $356 (0.83%)

IHBG $620 (1.44%)
MCHSBG $710 (1.65%)
LIHEABG $1100 (2.56%)

CCDBAG $1183 (2.75%)

SAPTBG $1600 (3.73%)

TANF $16489 (38.39%)
HOME $1600 (3.73%)

SSBG $1775 (4.13%)

JTPA/WIA $1951 (4.54%)

FMT:UAFP $3050 (7.10%)

CDBG $4800 (11.18%) STP $5319 (12.38%)

Block Grant Funding by Agency
2000 Appropriations (in millions)

USDA $72 (0.17%) |

ED $380 (0.88%)

DOL $1951 (4.54%)
DOJ $1236 (2.88%)

HUD $7020 (16.35%)

HHS $23920 (55.70%)

DOT $8369 (19.49%)
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Block Grant Funding as a Per centage of
Total Grants-in-Aid Funding
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